Introduction
Over the last twenty years Vietnam's economic trajectory has trended unequivocally upward. The Socialist Republic has balanced liberalisation and increased international participation with the maintenance of central planning and capital controls in what the Communist Party of Vietnam (CPV) 1 VC is a subset of the alternative investment class of private equity (PE), which refers to investments in companies that are "unlisted" or not publicly traded. VC is highrisk and illiquid, with VC managers investing in start-ups for their potential to yield exceptional investment returns. In a portfolio of ten companies, for example, VC managers might expect just one company to be an outstanding performer, with others expected to fail or muddle along. In the United States, the VC market gained notoriety by investing in huge growth companies (e.g. Google and Facebook) . By the late 1990s, the global VC market managed over USD 100 billion (Gompers and Lerner, 1999) . Despite its growth, the VC industry is still relatively small in terms of assets under management (AuM); at the end of 2012 the global hedge fund industry had nearly USD 2 trillion AuM (BarclayHedge, 2012) and sovereign wealth funds (SWFs) managed more than USD 5 trillion (SWF Institute, 2012) . While the size of VC assets managed is small in comparison, VC is said to have a big impact on national economies. The National VC Association (NVCA) in the US, for example, found that while the VC market accounted for only 0.2 per cent of American GDP, 21 per cent of companies (in GDP terms) have been backed by VC funds (NVCA, 2011) .
Notably, VC has become an increasingly international market, with governments devising public policies in the expectation of creating a local "Silicon Valley". Public policies for supporting VC include three primary elements. The first is government funding, with states either investing in privately managed VC funds or providing initial investment to VC managers via a funds of VC funds (FoVCF) structure. A FoVCF is a pool of capital invested into VC funds, rather than a fund that invests directly in startups. Tax treatment comprises the second element of public policy deemed crucial in the formation of VC. Here, tax policy includes the way in which VC profits are categorised for tax purposes -either as capital gains, income, corporate or tax exempt -as well as incentives on offer for investors (e.g. tax credits). The third element of VC policy relates to legal and regulatory frameworks, including regulations on foreign investor participation and the adoption of VC structures such as the Anglo-American limited partnership (LP) or the Japanese company structure. Importantly, states have utilised a combination of these VC policy instruments (funding, taxation and regulation) to build and oversee private VC markets.
To this end, today nearly 90 per cent of the OECD, and Asian Tiger countries have launched public initiatives aimed at growing equity-based VC market activity (Klingler-Vidra, 2014 ). This international spread of VC policies began in the late 1970s, when governments and international organisations (IOs) began identifying an insufficient amount of investment capital available for high-technology SMEs as a roadblock to building their local Silicon Valley. Filling the "equity gap" for early-stage companies has also been identified as enhancing economic activity and innovation (OECD, 1996) . IOs, particularly the OECD and the World Bank, have promulgated VC policy advice (see OECD, 2003) . In addition, states have learned from and emulated each other's VC policies. For example, Singaporean policymakers, recognising the success of the US Silicon Valley, "placed particular emphasis on the development of a venture capital industry in Singapore to boost the development of technology start-ups and entrepreneurship" (Bruton et al., 2002, p. 199 were all foreign, left the market (Zavatta, 2008 (AltAssets, 2011; Chen, 2010 Vietnam, 2010) .
The SME Development Fund (also called the Enterprise Development Fund) carries on the tradition of focusing on credit solutions as the Fund consists of low interest rate loans rather than equity investments.
Vietnam has not adopted the LP, or an alternative, legal structure explicitly for VC fund managers. Limitations on foreign ownership of local companies and capital controls remain, despite 2007 WTO accession, impeding VC managers' ability to buy and sell shares in Vietnamese start-ups (Freeman and Le, 2007; Do, 2008; Freeman, 2004) . In addition, VC profits continue to be taxed at the general corporate tax rate of 25 per cent -although the VC managers operating in Vietnam are domiciled offshore so the Vietnamese tax rate does not affect them. In sum, VC has entered into the awareness of policymakers in Vietnam, particularly those responsible for SME support policies, but VC policy measures remain demonstrably elusive -especially those akin to the global trend of offering regulatory, tax and funding policies to support early-stage equity financing.
A Policy Diffusion Framework for Understanding VC Policies in Vietnam
In this section a policy diffusion framework is employed to detail the international and domestic drivers contributing to the nature of VC policy in Vietnam. Policy diffusion analytical tools have been deployed in international political economy (IPE) circles, as scholars looked at the relationship between increased capital mobility and the attempts by states to attract and retain capital. Findings, such as those presented by Simmons and Elkins (2004) , speak to the constraining impact that the diffusion of policy ideas had on policymakers, resulting in a convergence towards neoliberal market policies. Over time, policy diffusion, institutional isomorphism (DiMaggio and Powell, 1983 ) and policy transfer (Dolowitz and Marsh, 2000) research has expanded beyond focusing upon economic competition and learning mechanisms. Now, policy diffusion includes realist (coercion) and liberal (competition), as well as rationalist (learning) and constructivist (emulation) strands, contributing to identifying the primary drivers behind policy outcomes. Policy diffusion research has tended to prioritise the investigation of which states are looked to (whether geographically proximate, culturally similar, etc), instead of assessing the impact of the domestic context on policy diffusion (Lenschow, et al., 2005) . Scholars have, however, called for greater "inside-out" investigation of domestic factors on diffusion, or transmutation, outcomes (see Painter, 2005; Yeo and Painter, 2011) . This line of research has also uncovered how the multiplicity of source models (see Falkner and Gupta, 2009) The analytical framework of policy diffusion used by Simmons, Dobbin and Garrett (2008) harnesses the S-shaped curve of innovation (Rogers, 1995) to explain why, how and when policies are diffused. The framework offers all four policy diffusion mechanisms listed above, encompassing rationalist and constructivist ontologies: coercion, competition, learning and emulation. On the one hand, the learning and emulation mechanisms are the more proactive variety, as they involve, in different ways, a state choosing to replicate a policy utilised elsewhere. On the other hand, economic competition and coercion are more reactive in nature. Policymakers are pushed to deploy policies because it is necessary from a competitive perspective, or as the result of a relatively more powerful actor (either state or IO) forcing policy change.
Learning and emulation involve domestic policymakers seeking external policy options and evidence. Learning occurs when policymakers evaluate and then choose elements of policies that have been successfully deployed elsewhere (Berry and Baybeck, 2005; Busch and Jorgens, 2005) . Learning also occurs as policymakers design policies for new issue areas with which they are not familiar.
Whereas policy learning has the policymakers focused on evidence, policy emulation is a mechanism in which policymakers imitate other government policies in an effort to appear similar (Shipan and Volden, 2008) . Imitation is juxtaposed to policy learning in which policymakers are interested in understanding the precise design, deployment and measurement of policies. Emulation implies that policymakers worked to appear to be similar to other states, either "the leader" (e.g. the US in the global VC market) or "successful peers" (e.g. East Asian states), without engaging in in-depth research. To ascertain whether learning or the "me too" emulation mechanism is at work, researchers examine the extent to which policymakers researched alternative policies and had evidence of policy outcomes before employing local prescriptions.
Economic competition and coercion, while quite different from one another, are characterised by their shared focus on external forces shaping domestic policy choice sets. Power asymmetries are essential to coercion, just as the need for international capital is essential to competition. Economic competition may occur when states compete to attract and retain capital, whether FDI or portfolio investments. As Simmons and Elkins (2004) argued, the adoption of policies in competing states changes the competitive landscape. Economic competition has been investigated by determining the policymakers' concern that capital would be redirected elsewhere (e.g. Berry and Baybeck, 2005) .
Coercion is characterised by conditions being placed on policymakers by outside actors. Coercion may involve a relatively more powerful state implementing trade sanctions against another state to force the adoption of its desired policy. Coercion could also occur when an IO requires economic reforms as a condition for funding or membership.
At the crux of this article's investigation is whether Vietnam's current heterodox VC policy form is the result of domestic or exogenous forces. The external evidence is expected to come from the IOs and other states coercing VC policy prescriptions on Vietnam, either through IO funding conditionality, IO membership rules, or international competitive pressures. On the domestic front, the article examines the impact of economic management norms and Vietnam's economic structure on VC policymaking. In reality, the external and internal are more interrelated than presented here, as the two arenas may shape each other. Despite this oversimplification, the analytical delineation enables an examination of the external and internal sources of Vietnam's heterodox VC policy outcome.
International Factors
Have international actors and pressures shaped the credit-focused nature of VC policies in Vietnam?
Vietnam's vibrant donor community, which includes more than 50 IOs and states, has promulgated capital market development advice to the Vietnamese government (see World Bank, 2012 In tandem with these interactions, reports and advice on SME financing and capital market development have come from several donors and trade partners. The external actors who have been most active in advising CPV ministers on SME financing have been the Japanese, the World Bank, the UN, the ADB and APEC (Author interview, Hanoi, 21 August 2012). The World Bank-led CG forum helped to introduce SME financing to the MPI's policy agenda in the early 2000s but has not suggested equity-financing policies. The UN, in a 2007 report on SME financing in Vietnam, recommended that the state not intervene:
this report proposes that there is relatively little that ASMED can (or should) usefully do, at least in a direct fashion, to improve SMEs' access to finance (Freeman and Le, 2007, p. 7) .
Sentiment about the applicability of VC policy to Vietnam, as expressed by the Director of the SME working group of a regional IO, was that the Socialist Republic is "not developed enough for sophisticated capital markets such as VC" (Author interview, Singapore, 24 September 2012). Rather than advise CPV policymakers directly, a recent APEC report commented that "as Vietnam is a latecomer, it needs to thoroughly analyse the policies applied by other countries in order to be able to compete with them in attracting venture capital" (Chen, 2010) . Thus, donor assessments have suggested that Vietnamese policymakers refrain from enacting equity-based policy to improve the SME financing environment or from conducting research themselves. Instead, donors have continued to allocate loans to Vietnamese SMEs via government hands. As a result, even the ODA-funded SME Development Fund deliberations focused on "low interest rate loans directly to SMEs", rather than on equity-based allocations to VCs or start-ups (Author interview, Hanoi, 21 August 2012).
The IOs' private sector development partnerships in Vietnam, on the other hand, have provided equity investments and equity financing policy advice. In this way, the only equity-financing efforts in Vietnam have come in the form of donors' partners working "around the state" (Carroll, 2012) rather than through it. As an example, the World Bank Group's IFC was a seed investor for the Ho Finally, CPV policymakers have taken capital market policy inspiration, as well as advice, from other states. Vietnam has studied its "economically successful Asian neighbours" given the CPV's coupling of capitalist economic management with single-party leadership (Turley and Selden, 1993, pp. 3-4) . In this vein, the Vietnamese Foreign Ministry and diplomatic missions "collect economic and technical information" and share it with national economic ministries and regional authorities (Vu, 2003, p. 48 Bank, 2006, p. 20) . In addition, the Japanese keiretsu -the term given to Japanese companies with shared ownership and related business lineshelped inspire Vietnamese SOEs' conglomerate structures in the 1990s (Perkins and Vu, 2009, p. 32 ).
In fact, Japan was identified as the country most central to Vietnamese SME policymakers' learning from abroad as Japan most proactively sends "experts to provide technical assistance to the ASMED team" (Author interview, Hanoi, 21 August 2012). Japan, even more than other Asian states that use loans rather than only equity instruments as VC, was slow to adopt an internationally compatible VC regulatory structure and government funding (Kenney et al., 2002) . Japanese advice on SME support in Vietnam has been focused on credit-based solutions, akin to its VC market at home.
Domestic Factors
Domestic factors have had enabling and constraining impacts on VC market-building policy efforts.
In Vietnam, as in some of its Asian neighbours, the state has controlled a deliberate market transition.
Starting with the doi moi (renovation) reforms in 1986, and followed by a new Constitution in the 1990s and Enterprise Laws in the 2000s, the Vietnamese market has inched forward in its Socialist market economy transition (Forsberg and Kokko, 2007, p. 1; JICA, 2003, p. 4) . Beginning with doi moi, but then increasingly in the new millennium, the state's role has slowly shifted from that of a financier with central authority over credit allocation decisions via the state-owned banks (Perkins and Vu, 2009 ) to that of a market facilitator that empowers FDI through the creation of initiatives such as enterprise zones, industrial zones and export processing zones (Painter, 2005; Thoburn, 2009) . Even the doi moi reforms are said to have been driven not by the collapse of the Soviet Union or a great ideological shift, but instead by the government's response to a severe domestic economic recession (Phan, 2003, p. 24) and the playing out of rival state-business interests (Gainsborough, 2002) .
Neoliberal policies have not been uniformly understood to be a retreat of the Vietnamese state, but instead a new form of the state's interventionism that allows the state to extract value from firms such as its equitised SOEs (Gainsborough, 2009 ). Thus, Vietnamese policymakers, though "dependent on capital inflows to feed growth" are "not a mendicant" before their donors (Painter, 2005, p. 277 (Fannin, 2011, p. 13 Vietnam's existing VC managers have not sought out government support for their industry, instead they prefer to stay "off the radar" of the CPV and away from unruly "red tape" (Author interviews, Ho Chi Minh City, 22 and 24 August 2012). The sentiment that government involvement is to be avoided rather than sought out is consistent with other scholars' empirical findings that operating within reach of the Vietnamese state was "frequently predatory" (Gainsborough, 2009, p. 268) . VC managers interviewed in Ho Chi Minh City did not believe that they would benefit from government involvement in their industry, and instead felt that the "informal advantages" they had from operating in a non-transparent market could be substantial. Moreover, they expressed sentiment that (corrupt) state actors would only become involved when they wanted to extract payments. This The example of the high-growth company VNG (formerly VinaGame) was given in several interviews as a successful business that lost its government sponsor or became too successful for the government to not want to partake in its profits. Vietnam is consistent with the situation in other East Asian states (Whitley, 1992) . However, even in highly bank-centric economies, such as Hong Kong and Singapore, the state adopted VC policies in the 1990s. In credit-based Japan it took the state until the new millennium to improve the regulatory environment for equity investors in an effort to aid SME growth and innovation via equity investments.
Related to the bank-centric character of the economy, Vietnamese policymakers, as well as Vietnam's "decentralised, fragmented and sometimes incoherent" (Painter, 2005, p. 267 ) domestic policymaking institutions also help to explain the slow deployment of the initial VC policy efforts.
Vietnam's policymakers struggle to convert ideas for complex policy areas into implemented policies (Ohno, 2009 ). This is due to ministerial coordination, capacity and information problems (see OECD, 2011, p.10; Vu, 2003) . Scholars such as Martin Gainsborough have found that policy implementation in SOE equitisation has been "slow and incremental" (2002, p. 390) . The VC industry's oversight exemplifies the decentralised and uncoordinated nature of Vietnamese policymaking that contributes to these slow policy outcomes. The VC market is overseen at the national level by the MoST.
However, funding and policy coordination for SMEs, including SME financing, is managed by the The extent to which Vietnamese policymakers have been able to study equity-based VC policy options is also questionable. ASMED managers described "Google Scholar" as "a key source of information", and said that their research benefited from the proactive information brought to them from Japanese experts and the semi-annual APEC SME working group meetings (Author interviews, Hanoi, 21 August 2012). Although the APEC forum was mentioned as a critical resource, the extent to which the Vietnamese ASMED delegates actively engaged in the APEC meetings was questioned in subsequent interviews with other participants in the SME workshops. Participants described the Vietnamese representatives' involvement as "limited and passive", given their "inability to communicate effectively" (Author interview, Singapore, 24 September 2012). Given the limited resources of the ASMED team and its reliance on Japanese expertise, we begin to understand why equity-based VC policy information has not been sought out by Vietnamese policymakers.
Conclusion
Vietnamese policymakers are not merely at the mercy of their donors' priorities. Long before external forces pushed Vietnamese policymakers towards a neoliberal transition, Vietnam initiated institutional reforms and liberalisation programs, beginning with doi moi reforms in 1986. The CPV's ability to push back on donors stems from their exceptional economic success since market opening in the late 1980s. Donors have been found to accept adapted implementations of their initiatives (as well as institutionalised corruption) due to their desire to remain associated with the Vietnamese development success story (Carroll, 2012 has focused on credit-based solutions rather than equity investments. Vietnamese SME policymakers
have not sent missions to other states to learn about their VC policy experiences and have instead harnessed "desktop research" focused on tools such as Google Scholar. The limited expertise as a result of the poor environment for policy learning has reinforced MPI policymakers' reliance on donors to help them formulate SME financing policies. The poorly resourced departments responsible for SME financing policies face problems similar to scholarly findings about poor public administration reform more broadly (see Acuña-Alfaro, 2009 ).
Both external and domestic factors have played a role in directing Vietnamese policymakers away from traditional equity-based VC policies in favour of credit financing solutions. As a result, although VC markets have been introduced into policymakers' agendas, policy efforts aimed at improving equity-based SME financing have not yet materialised and Vietnam's nascent VC policies are diverging from the international norm of equity-based solutions. Donors were not found to coerce
Vietnam to adopt VC policy recommendations as has been the case with other states, and in fact recommended the avoidance of supply-side, complex policies in some cases. Domestically, the growth of high-technology SME activity and its contribution to the Vietnamese economy has led to the state's interest in SME financing, but has not propelled equity-based policies. Vietnam's normative bias towards credit-based schemes, limited policymaking capacity (especially in complex arenas), and donors' continued promotion of the use of loans for SME financial support have combined to shape the credit-financing nature of VC policies in Vietnam. Vietnamese policymakers are better able to independently learn about and implement policies for complex capital markets, the diffusion of VC ideas will continue to translate into a divergent, creditbased outcome in Hanoi.
Notes
1. VC, as a subset of private equity, refers to a capital investment in exchange for company equity, but debt instruments can also be used as the collateral for the capital. In Western markets, particularly in the US, investment in exchange for interest-bearing loans is known as "venture lending" rather than VC. But, in some Asian markets, especially Japan, VC is also structured as credit-based investment transactions.
2. The IMF discontinued its financing programs to Vietnam as conditionality regarding transparency into government accounting and spending was not granted in 2004. This lack of transparency was also found by Transparency International in its low ranking of Vietnam (Perkins and Vu, 2009 ).
3. Vietnam's industrial policymaking process lacks transparency and has institutionalised corruption, which has been noted as a fundamental impediment to further development of Vietnam's economy (see Le, 2010; Gainsborough, 2003 
